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Communications TeleSystems International ("CTS"), by its attorneys, hereby submits its
reply comments in the above-captioned proceeding. CTS, an interexchange carrier, filed initial
comments in this proceeding and herein responds to the comments of other parties addressing the
Federal Communications Commission’s ("FCC’s" or "Commission’s") proposed rules governing
the form, content and use of Letters of Agency ("LOAs"). As a provider of both business and
residential interexchange telephone services, CTS and its customers will be directly affected by

the Commission’s new rules regarding LOAs.

L INTRODUCTION

In its initial comments, CTS supported the Commission’s efforts to eliminate deceptive
marketing practices and consumer confusion by ensuring that LOA’s are clear, legible, and
unambiguous. CTS expressed its concern, however, that the Commission’s proposed regulations
would be burdensome, restrictive, and unnecessarily impede competition in the long distance
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market. Review of initial comments indicates that many other parties, inter alia, AT&T Corp.
("AT&T"), MCI Telecommunications Corp. ("MCI"), Sprint Communications Company
("Sprint"), the Telecommunications Resellers Association ("TRA"), Operator Services Company
("OSC"), America’s Carriers Telecommunications Association ("ACTA"), Touch 1
Communications ("Touch 1"), and the Competitive Telecommunications Association ("CompTel"),
share CTS’s concerns regarding the restrictive nature of the regulations. Furthermore, CTS notes
that most small IXCs, and their representative associations share CTS’s view that the regulations
are overreaching and will substantially burden these smaller carriers, thus restricting their ability
to compete for customers with larger carriers.” Additionally, CTS notes that numerous
commenters also believe that PIC change regulations should be uniform nationwide.?

CTS therefore recommends that the Commission heed the concerns of the smaller IXCs
and address issues regarding the clarity of LOAs through narrowly tailored regulations while, at
the same time, preempting any unnecessary, confusing, or costly state regulations. In this fashion
the Commission can clarify its rules to protect consumers while ensuring that customers continue
to receive the benefits of a vigorously competitive interexchange market in which customers can
obtain ready access to reasonably priced service offerings through a variety of both large and

small carriers.

1/ See TRA Comments at 5; ACTA Comments at 3-4; Home Owners Long Distance
Comments at 2-3; One Call Comments at 3; Touch 1 Comments at 1; MidCom Comments at 7.

2/ ACTA Comments at 11-13; Sprint Comments at 4, LDDS Comments at 2-3; CompTel
Comments at 10-13.
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IL. THE COMMISSION SHOULD PREEMPT INCONSISTENT STATE
REGULATIONS

CTS supports various commenters’ recommendation that the Commission clarify its rules
and preempt any inconsistent state PIC change rules’. ACTA and others note, for example, that
Florida is currently considering adopting its own rules governing interexchange carrier selection.¥
CTS shares ACTA’s concern that other states will also institute proceedings to address this issue.¥
The development of a dual regulatory scheme threatens to impose conflicting regulations and
unreasonable burdens upon both small and large IXCs. For example, Sprint suggests that large
carriers would be forced to comply with fifty different sets of regulations. Smaller carriers, of
course, may not be able to afford to operate in certain markets because of the burden of
compliance. As ACTA apty notes, a single set of regulations will enhance customer confidence
and reduce IXC costs.? Failure to preempt state regulations may however, interfere with the
continued growth of competition in the IXC marketplace, and undoubtedly will increase
consumer prices.

CTS concurs with commenters’ assessments that the FCC has clear authority to preempt

inconsistent state regulation of PIC change orders and that, in this case, the exercise of authority

3/ See Sprint Comments at 4; LDDS Comments at 2-3; ACTA Comments at 11-13; CompTel
Comments at 10-13.

&/ ACTA Comments at 11-12. In Re Proposed Revisions to Rule 25-4.118, F.A.C.,
Interexchange Carrier Selection, Docket No. 941190-TI, Order No. PSC-94-1566-NORTI
(December 15, 1994).

3/ ACTA Comments at 12.
&/ Sprint Comments at 4.

i/ ACTA Comments at 12.



-4 .-

would be in the public interest.¥ As CompTel suggests, the FCC may, in this instance, preempt
state regulation of intrastate PIC changes since it is not possible to separate the interstate and
intrastate components of a PIC change.? To the extent PIC changes are conducted on an

interstate basis, the FCC’s authority to preempt inconsistent state regulation is clear.

III. THE COMMISSION’S REGULATIONS ARE OVERREACHING AND WILL
HARM THE ABILITY OF SMALLER IXCs TO COMPETE
CTS joins the numerous parties that express their concern that the Commission’s NPRM
failed to properly consider the competitive impact of the proposed regulations upon smaller

IXCs!? As TRA notes, three years ago the Commission’s PIC Verification Order expressly

considered whether various verification requirements would "benefit . . . consumers without
unreasonably burdening competition in the interexchange market."Y CTS agrees with TRA that,
in imposing regulatory requirements, it is proper to weigh the burden of the proposed regulation
against the interest of protecting consumers from unauthorized PIC changes. TRA notes that in

refusing to impose certain regulations on carriers, the Commission’s PIC Verification Order

appropriately recognized that some requirements would significantly harm smaller IXCs and, as

&/ See e.g., Hi-Rim Comments at 5-7; CompTel Comments 10-13.

2/ CompTel Comments at 10-13 See also Public Utility Comm’n of Texas v. FCC, 886 F2d
1325, 1331-33 (D.C. Cir. 1989) (citing Louisiana Public Serv. Comm’n v. FCC, 476 U.S. 355
(1986)).

10/ See supra note 1.

1/ See TRA Comments at 5. See also In re Policies and Rules Concerning Changing Long
Distance Carriers, 7 FCC Red. 1038 9§ 42 (1992) ("PIC Verification Order"), recon. denied 8 FCC
Red. 3215 (1993).
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a result, reduce the likelihood they could continue to compete in the overall marketplace.2’ A
careful cost/benefit analysis is no less appropriate today than it was three years ago.

After consideration of the Commission’s proposed regulations, and the costs and benefits
associated with implementation, CTS endorses the proposed rules requiring that LOAs be clear,
legible and unambiguous.” CTS believes that these regulations directly address the
Commission’s concerns while providing smaller IXCs with sufficient flexibility to remain a
competitive and viable alternative to large carriers. Additionally, CTS recognizes the strong
potential for abusive "negative-option" and "bi-lingual" LOAs and thus supports the
Commission’s proposed regulation in these areas as well.1¥

CTS strongly agrees with the commenters’ request that any new rules promulgated by the
Commission in this area afford IXCs flexibility.*¥ CTS concurs with TRA’s conclusion that "any
limitation on marketing obviously inures to the benefit of large, established providers with
substantial market share.’! Although the IXC marketplace continues to grow more competitive,

MCI notes that AT&T continues to possess more than 60-percent market share. TRA aptly

notes that "small to mid-sized carriers need the ability to market creatively and aggressively in

12/ Id. at ] 42.41.

13/ 64.1150(d)

14/ 64.1150(e)

1s/ TRA Comments at 12; Touch 1 Comments at 7; ACTA Comments at 2-5.
16/ TRA Comments at 12.

17/

MCI Comments at 4.
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order to compete with the major carriers" and should thus be provided with some flexibility in
achieving the underlying regulatory purpose.t

Accordingly, CTS must join commenters in opposition to other of the Commission’s
proposed regulations. CTS agrees with commenters’ assertions that certain regulations proposed
by the Commission will prohibit reasonable activity that is vital to small IXCs ability to compete
in the marketplace. As addressed below, CTS joins commenters in their conclusion that some
of the Commission’s proposed rules will also disproportionately impose additional costs on
smaller IXCs and thereby prohibit marketing activity that is otherwise clear, legible, and not
misleading. CTS therefore maintains that certain of the proposed regulations will impede the
growth of customer choice and value in the interexchange market.

For example, several commenters support CTS’s position that regulation of LOA’s
typeface, point-size and language is unnecessary given the requirement of 64.1150(d) that LOAs
be "clear and unambiguous” and that certain information be contained within the LOA.2 TRA
is correct in its claim that these regulations would impose proportionally greater costs on smaller
[XCs.2 TRA notes, for instance, that IXCs would be required to discard, at substantial costs,

"otherwise reasonable LOAs."? Furthermore, various commenters note that these regulations

restrict a carrier from utilizing otherwise acceptable marketing material to distinguish their

18/ Id.
8/ See TRA Comments at 7; AT&T Comments at 10; Touch 1 at 5.
20/ See TRA Comments at 7.

2/
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services and remain both competitive and viable.# CTS therefore finds specific typeface and
language conventions for LOAs unnecessary.

In addition, CTS concurs with the substantial number of commenters that foresee the
Commission’s blanket proposal to prohibit combining inducements and LOAs on the same
document,2 or to prohibit combining LOAs and inducements altogether,? as seriously interfering
with legitimate marketing efforts.2 CTS notes that many carriers combine LOAs with checks
to cover the cost of the associated PIC change and/or to provide an additional incentive to a
prospective customer. As MCI correctly stated, those marketing alternatives have enabled carriers
to compete effectively against dominant service providers.?’ Furthermore, TELECAM calculates
that the requirement that an LOA be a separate document will require a four percent rate
increase.”Z CTS agrees with TRA and Touch 1 in stating that these requirements will
disproportionately impact small IXCs.2 The general requirement that LOAs be legible, clear and
not misleading is sufficient to address the parties’ concerns without denying both customers and
carriers the benefits of incentive programs. For example, Touch 1 suggests that it would caption

an incentive check with all necessary information required by section 64.1150(d) in large readable

22/ Touch 1 Comments at 1; MCI Comments at 3-4.
2/ 64.1150(b).
2/ 64.1150(c).

22/ ACTA Comments at 2; One Call Comments at 3; TRA Comments at 12; TeleCom
Comments at 2; Hi-Rim Comments at 3.

28/ MCI Comments at 9.
27/ TELECAM Comments at 2.

28/ Touch 1 Comments at 7; TRA Comments at 12; One Call Comments at 2.
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print. Such a legitimate promotion would, however, be prohibited under Section 64.1150(c).
CTS thus encourages the Commission to tailor its rules more narrowly to permit legitimate pro-

consumer, pro-competitive marketing.

Lastly, CTS agrees with a number of commenting parties that the Commission should not
apply its telemarketing rules to 800 number calls.® CTS concurs with Sprint’s assessment that
the record does not reflect sufficient evidence to warrant such regulations.® CTS notes that 800
calls are essential to IXC marketing and competition, and that imposing regulation without
evidence of abuse will harm both carriers and consumers.

IV. CONCLUSION

CTS supports the Commission’s efforts to eliminate deceptive marketing and to eliminate
unclear or misleading inducements. Before imposing unnecessary regulations, the Commission
should weigh the benefits of regulation against the likely costs to both carriers and consumers.
CTS maintains that the Commission can achieve its goal through general regulations requiring
that LOAs be "clear and unambiguous.” The imposition of unnecessary specific regulations, or
the failure of the Commission to preempt inconsistent state regulation will significantly restrict

the ability of smaller IXCs to compete for customers and inhibit carrier initiatives that ultimately

serve to benefit the majority of end-users.

23/ MCI Comments at 14; LDDS Comments at 6; AT&T Comments at 22-23.

0/ Sprint Comments at 15.
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WHEREFORE, Communications TeleSystems, International, respectfully submits these

reply comments on the Commission’s proposed rule changes.

Respectfully submitted,

LB W, ,,

Andrew D. Lipman 7
William B. Wilhelm, Jr.

SWIDLER & BERLIN, Chartered
3000 K Street, N.W.

Suite 300

Washington, D.C. 20007

(202) 424-7500

Attorneys for Communications
TeleSystems International

DATED: February 8, 1995
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parties listed in the foregoing Reply Comments on this 8th day of February, 1995.

Oonse Diman.

/BRENNA M. NEWMAN
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